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Abstract 
This study is an investigation of the impact of hosting the FIFA World Cup soccer tournament on the stock market of the host 
country when the tournament is announced. The sample under examination for this study consists of the 5 FIFA World Cups, 
between the period 1994 and 2010. Additional factors to be assessed include investigating whether stock markets react efficiently 
or show a positive reaction to hosting the FIFA World Cup. An event study research methodology is used to investigate the impact 
of hosting the FIFA World Cup on the stock exchange of the host country, by examining the movement of stock market returns 
across various event windows during the announcement and tournament starting date stages.  
It is found that country stock markets react differently to the announcement of the tournament. For instance South Africa appears 
to show a positive trend in stock returns at the tournament announcement date, while Japan shows a decline in daily stock returns 
a day after the announcement of the tournament. It is found that for the tournament announcement, most countries show 
insignificant negative cumulative abnormal stock returns for different event windows. There are however few instances where 
country stock markets do show positive cumulative abnormal stock returns, with statistical significant results. The implication of 
this study is that FIFA World Cups have varied impacts on host country stock markets. This study contributes to the understanding 
of the impacts of mega sporting events on host country stock markets, with specific reference to the FIFA World Cup. 
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1. Background 
The Fédération Internationale de Football Association (FIFA) World Cup soccer tournament is watched and followed 
by many fanatical supporters worldwide. The FIFA World Cup has a long history, with the first tournament being 
played in 1930 (www.fifa.com) and has grown in stature over the years.  This soccer tournament takes place every 
four years and creates excitement and anticipation for the host country. This is referred to as the ‘feel good’ effect, as 
described by Allmers and Maennig (2009:35). Anan (2006:1) makes the following comparison between the FIFA 
World Cup and the United Nations, which highlights the global prestige and uniqueness of the tournament: 
‘As the pinnacle of the only truly global game, played in every country by every race and religion, it is 
one of the few phenomena as universal as the United Nations.’ 
The FIFA World Cup results in a number of positive effects accruing to the host country. There is an influx of 
international tourists and the tournament is broadcasted globally (Hill, 2000). For instance, the 2006 FIFA World Cup 
in Germany attracted a television audience of 26.29 billion people and was broadcasted over 376 television channels 
worldwide in 214 countries (Kaplanski & Levy, 2010). Hence, the positive effects that are associated with the FIFA 
World Cup present an opportunity for the host country to showcase its national cultural identity to a global audience. 
There are further social effects benefiting local communities (Tien, Lo & Lin, 2011), and economic benefits in the 
form of new infrastructure and foreign cash investments (Nauright, 2004). 
 
Stock markets respond to good and bad news, with some degree of market efficiency often attached, as noted by Fama 
(1970). The FIFA World Cup has far reaching effects on host countries; the positive effects can drive a reaction in 
host country stock markets. Studies by Edmans, Garcia and Norli (2007), Benkraiem, Louhichi and Marques (2009), 
Kaplanski and Levy (2010) and Martins and Serra (2009) all investigate the impact of mega sporting events on the 
stock market. Such studies yield mixed results and do not show a definitive relationship between hosting mega sporting 
events and stock market reactions.  
All of the considerations set out above provide a sound rationale for this study, which examines the announcement 
impact of hosting the FIFA World Cup on host country stock markets. 
 
1.2 The FIFA World Cup tournament as a mega sporting event 
The FIFA World Cup displays characteristics that are consistent with the characteristics displayed by mega sporting 
events. The characteristics include: being internationally recognised; generating global media interest; and stimulating 
economic and social benefits to the host country (Hill, 2000; Roche, 2000; Nauright, 2004; Gratton et al., 2006; 
Woisetschlager & Michaelis, 2012). Dollesa and Soderman (2008) and Cornelissen (2004) highlight the social effects 
that the 2002 FIFA World Cup in South Korea and Japan had on the host countries. Allmers and Maennig (2009), 
Kasimati (2003) and Anton et al. (2011) describe the economic effects that the Summer Olympic Games and FIFA 
World Cup created for the USA, South Korea, Spain, Australia, Greece and South Africa (FIFA World Cup only). 
Lastly, Horne and Manzenreiter (2006) and Kaplanski and Levy (2010) make observations of the media and 
international appeal effects associated with the FIFA World Cup. As a result, the FIFA World Cup soccer tournament 
is classified as a mega event based on the findings of these studies, which confirm the characteristics of a mega event. 
1.3 Stock market reactions 
228   Bijen Ramdas et al. /  Procedia Economics and Finance  30 ( 2015 )  226 – 238 
 
The effect that events can have on stock markets needs to be examined as stock market reactions is a core element to 
this study. The FIFA World Cup is a mega event and is evaluated against stock market reaction for a host country. 
The effect of the FIFA World Cup is assessed according to two factors: market efficiency and the response of stock 
markets to positive news. 
1.3.1 Market efficiency 
The concept of market efficiency was formally established with the creation of the efficient market hypothesis (EMH) 
by Fama (1970), where it is described that stock prices incorporate and reflect all public information. Stock markets 
appear to react in various ways to events, depending on the nature of the event. A study by Vardavaki and Mylonakis 
(2013) demonstrates that when an event is unanticipated, stock prices appear to show a sudden reaction to the event 
and then subsequently stabilise. In cases where the effect of an event is already predetermined, stock prices show a 
clear upward trend before the event date and, thereafter, show a flat trend in stock prices as is noted in a study by 
Fama (1970). 
1.3.2 Good and bad news 
The reaction of stock markets to good and bad news also needs to be considered. Studies by Edmans et al. (2007), 
Benkraiem et al. (2009) and Ashton, Gerrard and Hudson (2003) all show that the stock market reacts positively to 
good news. These authors all base their views on sporting events as examples. Therefore, stock markets appear to be 
receptive to positive news and, as a result, produce a positive reaction. 
1.4 Mega sporting events and stock market reactions 
Literature suggests that stock markets react differently to mega sporting events. Kaplanski and Levy (2010) found that 
during the FIFA World Cup periods, the US stock market showed a negative return. Martins and Serra (2009) indicate 
that host countries that win the bid to host a mega sporting event show a positive reaction in stock market returns, 
while those countries that lose the bid show a negative reaction in stock market prices. The studies highlighted indicate 
that, although the hosting of a mega sporting event is considered as a positive news signal, stock markets do not always 
reflect a positive reaction to good news. The non-presence of a positive reaction implies that certain host countries 
may actually perceive the hosting of the FIFA World Cup as bad news. 
2. Methodology 
An event study framework was used to investigate the announcement impact of hosting the FIFA World Cup soccer 
tournament on the stock market of the host country. The total population for this study is all mega sporting events, 
which consists of multisport discipline events such as the Olympic Games, Rugby World Cup and FIFA World Cup 
tournaments. The target population for this study only consists of FIFA World Cup tournaments. There have been a 
total of 20 FIFA World Cup tournaments since the inception of the tournament. 
 
Non-probability sampling was used to select only mega sporting events that are classified as FIFA World Cup events. 
The sample size chosen for this study consists of five FIFA World Cup soccer events, hosted between the period 1994 
and 2010. This translates to a total country size of six countries (U.S.A, France, South Korea, Japan, Germany and 
South Africa), comprising of a mixture of developing and developed countries. 
 
2.1. Data collection 
Stock index data was obtained from the I-Net Bridge service, which is a repository of stock market data from different 
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countries and sectors. The rational for selecting data from these stock indices, is based on the assumption that the 
index used is reflective and representative of the entire stock market movement for that country. 
 
Daily closing stock index prices is collected for each respective stock index. The justification for using closing prices 
over opening prices is seen in observations noted by MacKinlay (1997) who states that most event studies use closing 
prices. Brown and Warner (1980) state that the use of daily returns are stronger than the use of monthly returns. 
 
2.2 Measurement 
The event date that is set for this study is the announcement date of the FIFA World Cup. The next step entails 
calculating the estimation and event windows. 
 
2.2.1 Establishing estimation and event windows 
The event window is the timeframe that the researcher wants to investigate and includes the event date (Berry, 
Gallinger & Henderson, 1990); while the estimation window is the timeframe for which the parameters of the expected 
return model is determined. The use of event windows allows for the standardisation of data across the sample, where 
is observed that event dates fall on different days. Establishing different length event windows allows the researcher 
to draw observations across different events or different time frames. This study considers four different event 
windows: 
1. 40 trading days pre and post even date (or 4 months): denoted by [-40, 40] 
2. 20 trading days pre and post even date (or 2 month): denoted by [-20, 20]  
3. 10 trading days pre and post even date (or 4 weeks): denoted by [-10, 10]  
4. 5 trading days pre and post even date(or 2 weeks): denoted by [-5, 5]  
 
The use of a range of event window lengths adds value to this study. Longer event windows allow for event study test 
statistics to be better specified as noted in study by Brown and Warner (1985). Gong (2009: 208) mentions that shorter 
event windows “enable more precise estimates of the effect of the event” and suggests that using of different time 
windows can aid the researcher to check for robustness in the study. 
 
The estimation window for this study has been calibrated at 250 trading days or 1 trading year. This is based on the 
observation by Peterson (1986: 38) who states that typical estimation windows can range anywhere from “100 to 300 
days for daily studies”. The use of the 250 day estimation window is consistent with the estimation window used in a 
study by Brown and Warner (1985). The estimation window is kept separate from the event window to prevent the 
event from influencing the parameters used to calculate normal returns (MacKinlay, 1997). 
 
2.2.2 Estimation of actual returns 
Once daily closing stock prices are collected from the six local country stock indices, the next step involves 
transforming these closing stock index prices into the appropriate format needed to conduct an event study. The 
calculation of stock returns for this study is based on the formula described by Hull (2012): 
 
Ri,t = In (Sit/Si,t-1)           (1) 
 
Where Ri,t represents the return of the country stock index return on day t, 
Si,t represents the closing price of country stock index ion day t, and  
Si,t-1 represents the closing price of country stock index i from the prior trading day. 
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2.2.3 Calculation of normal returns 
Normal returns “are those returns expected to be observed if no event occurs” according to Peterson (1986: 37). 
Normal returns are calculated for a time period that falls outside the event period and for this study these have been 
calculated during the estimation window period for each event. The next procedure entails the calculation of normal 
returns which is calculated by using the mean-adjusted model, which assumes that average stock index returns during 
the estimation window are constant (Brown & Warner, 1985): 
 
തܴ i = ଵ் σ ܴ݅ǡ ݐ
்
்ିଵ             (2) 
 
Where Ri represents the average of stock index returns during the estimation window T, which is set to 250 trading 
days for this study. The use of the mean adjusted model is selected because of its simplicity and robustness. In a 
research study by Brown and Warner (1980), it is found that the mean adjusted model is robustness and performs 
similarly or better than more complex models used to calculate normal returns. 
 
2.2.4 Estimating abnormal returns 
The calculation of abnormal returns is a key element to event studies (MacKinlay, 1997). The abnormal return (AR) 
for a stock refers to the difference between actual return and normal return for a stock over a selected event window 
(Peterson, 1986).The calculated AR for this study is based on a similar formula used by MacKinlay (1997), Bhana 
(1998) and Strydom, Christison and Matias (2011): 
 
ARi,t= Ri,t - തܴI            (3) 
 
Where ARi,t is the abnormal return of stock index on day t, 
Ri,t is the actual return for stock index i on day t, and 
തܴ i is the normal return for the estimation window T. 
 
Using this technique it is assumed that expected stock index returns are constant and is based on the historical average, 
hence any variance from this is a representation of abnormal stock returns (Schweitzer, 1989). Abnormal returns are 
calculated for both the estimation window and each respective event window for each FIFA World Cup tournament. 
 
2.2.5 Estimating cumulative abnormal returns (CARs) 
The cumulative abnormal returns (CAR) for each individual country across each specified event window in this study 
is calculated next. The aggregation of abnormal returns allows the researcher to “draw overall inferences for the event 
of interest,” as stated by MacKinlay (1997: 21). CARs for individual stock markets are calculated by aggregating 
abnormal returns (ARs) across each respective event window (Kothari & Warner, 2007): 
 
CARi,t1,t2= σ ܣ௧ଶ௧ଵ Ri,t           (4) 
 
Where CARi,t1,t2 represents the aggregation of abnormal returns ARi,t between event windows t1 to t2 for each 
respective event window, event date and FIFA World Cup considered for this study. This purpose of this allows for 
the comparison of the impact of hosting the FIFA World Cup across countries and event dates (announcement and 
tournament hosting stages). 
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2.2.6 Significance testing of CARs 
The last step in an event study entails using significance tests determine whether the observed CARs for each even 
window are statistically significant for each observed event window. The null hypothesis to be tested is whether CARs 
equal zero (MacKinlay, 1997), which is the same as stating that the event has no impact on CARs (Li, 2010). A 
rejection of the null hypothesis means that the calculated CAR impact is statistically significant. The student’s t-test 
is used to calculate the statistical significance of CARs across different event windows for each respective country 
stock exchange as follows (Bhana, 1998): 
 
ti,t1,t2 = CARi,t1,t2/ ߪI             (5) 
 
Where CARi,t1,t2 refers to the calculated CAR for stock market i between the event window t1 to t2 divided by, 
ߪi , the standard deviation of abnormal returns for stock market I during the estimation window and, 
this finally gives the t-statistic ti,t1,t2 for stork market i between the event window t1 to t2. 
 
Significance levels for the student’s t-test for CARs are tested at a 5% significance level, where a two-tailed critical 
value of ±1.96 is considered for samples of greater than 200 Strydom, et al. (2011), where in this case the sample 
referred to is the number of observations in the estimation window (250 observations). Any calculated values that fall 
out of this critical value range is considered statistically significant, while values that fall within this range is 
considered statistically insignificant  Strydom, et al. (2011). 
 
3. Findings 
The findings are represented graphically, as a daily trended CARs for [-40, 40], [-20, 20], [-10, 10] and [-5, 5] event 
windows, across each respective country. 
 
3.1 [-40, 40] event window 
For the [-40, 40] event window, 5 out of the 6 FIFA World Cup host countries showed a negative CARs reaction in 
response to the announcement news of the FIFA World Cup.  
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Fig. 1 - Daily CARs of country stock market abnormal returns for [-40, 40] event window at FIFA World Cup announcement 
stages 
 
All countries with the exception of South Korea show a slight negative trend or no trend in daily CARs from between 
40 days prior up until 26 days after, where South Korea in this instance shows a prominent positive trend in CARs. 
This could mean that these countries (France, South Korea, Japan, Germany and South Africa) regarded the news of 
the FIFA World Cup announcement as bad news because of the negative effects associated with the tournament. USA 
was the only host country to show a positive CARs reaction, which might mean that this country viewed the news of 
the FIFA World Cup as good news. For the [-40, 40] event windows analysis signs of market efficiency are present 
in stock reactions. It is interesting to note that although South Korea and Japan both co-hosted the 2002 FIFA World 
Cup tournament; either local stock market did not experience identical trending patterns in CARs, following the 
announcement date of the event. 
 
3.2 [-20,20 ] event window 
During the [-20, 20] event window, represented in Figure 2 below, the stock markets of South Korea, France, Germany 
and South Africa all individually appear to show a decline in CARs for the [-20, 20] event window before the 
announcement date. 
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Fig. 2 - Daily CARs of country stock market abnormal returns for [-20, 20] event window at FIFA World Cup announcement 
stages 
 
Japan’s stock market also shows no significant trend changes in CARs from 11 days before the announcement date, 
while the USA stock market seems to show an upward positive trend in daily CARs. Post the announcement period 
though, South Africa and Japan stock markets show a positive upward trend in CARs during the entire 20 day period, 
while Germany’s stock market shows the same trend for 10 days after the announcement period. South Korea and 
France stock markets show negative changes in daily CARs for the same 20 day post period, while the USA and the 
aggregated country view show no obvious trend changes in daily CARs. 
 
3.3 [-10,10 ] event window 
During the 10 day period before the announcement date shown in figure 3 below, almost all countries appear to show 
a negative downward trend in daily CAR. The USA is the only stock market that shows an upward trend in daily 
CARs.  
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Fig. 3 - Daily CARs of country stock market abnormal returns for [-10, 10] event window at FIFA World Cup announcement 
stages 
 
3.4 [-5, 5 ] event window 
Lastly, in the 5 day event window shown in Figure 4, a change in CARs is observed for a shorter 10 day even window.  
 
 
Fig. 4 - Daily CARs of country stock market abnormal returns for [-5, 5] event window at FIFA World Cup announcement stages 
 
A day after the announcement date, South Korea and Germany were the only stock markets to experience a gain in 
CARs, while all other countries studied experienced a decline. Over the 5-day period after the announcement South 
Korea, Germany and South Africa stock markets showed an upward trend in daily CARs. The positive movement 
seen in the daily CARs for South African, German and South Korean stock markets provides some evidence to show 
that the announcement of the event had a positive effect on local stock markets and  investors viewed the 
announcement as positive news. There is also a level of market efficiency that can be observed from the [-5, 5] event 
window for USA, France, South Korea, Japan and Germany. This market efficiency is noted in the behaviour of CARs, 
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where there is a reaction observed for CARs a day after the announcement day that appears to stabilise a day after the 
announcement date. The instability in the trend of CARs for South Africa, though, in response to the announcement 
news indicates less market efficiency. 
World Cup local country stock markets do show a reaction but thereafter show signs of stabilisation in daily CARs, 
in favour of efficient markets over the longer event window. The CARs for individual countries around the respective 
event windows considered in this study is represented in Table 1, where the abnormal returns have been calculated 
using the mean-adjusted model to derive the CARs.  
 
Table 1 - CARs and t-test statistics of country stock markets at different event windows at FIFA World Cup 
announcement stages 
 
Using the standard student’s t-test significance test, the significance levels of CARs are tested to determine whether 
the study results at the various event windows are significant at a 5% level. It is noted that the CARs of France, South 
Korea and Japan stock markets show statistically insignificant negative CARs at each respective event window. 
Furthermore, it is observed that CARs appear to decrease and become more positive as the event windows become 
shorter for these countries. The CARs for USA’s stock market however appears to become more negative, with shorter 
event windows. The CARs for France’s stock market at [-40, 40] and [-20, 20] event windows and for South Korea’s 
stock market at [-20, 20] yield statistical significant negative CARs of -22.9%, -16% and -14.2% respectively. Positive 
statistically insignificant CARs of 5.3%, 4% and 0.2% are noted for USA’s stock market at [-40, 40], [-20, 20] and [-
10, 10] event windows and similarly for Germany’s stock market at [-10, 10] and [-5, 5] with observed CARs of 2.4% 
and 0.1% respectively. 
 
The above evidence shows that all country stock markets, with the exception of USA, experience negative CARs over 
the longer event window of [-40, 40], with the CAR of France showing the only significant result. However in the 
shorter [-5, 5] event window, it appears that generally, with the exception of the results of the US stock market, CARs 
decrease. At the shorter [-5, 5] event window all country stock markets, with the exception of Germany which reflects 
a small positive CAR of 0.1%.  
 
It can be concluded that in general, the announcement of the FIFA World Cup to the host country has had minimal 
impact on driving positive CARs over longer and shorter time event windows. 
 
4. Summary of findings 
 
 USA France South Korea Japan Germany South Africa 
[-40, 40] 5.3% -22.9% -1.8% -10.8% -9.0% -15.3% 
t-stat 0.27 -2.35 -0.19 -0.93 -0.69 -1.59 
[-20, 20] 4.0% -16.0% -14.2% -2.2% -9.3% -11.1% 
t-stat 0.29 -2.31 -2.11 -0.27 -1.00 -1.62 
[-10, 10] 0.2% -8.0% -6.4% -1.6% 2.4% -2.2% 
t-stat 0.02 -1.62 -1.33 -0.27 0.37 -0.46 
[-5, 5] -1.7% -3.1% -0.9% -1.1% 0.1% -5.4% 
t-stat -0.23 -0.87 -0.25 -0.25 0.03 -1.53 
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4.1 Consistency of results with prior mega sporting event studies 
The mixed research results found in this study are consistent with the mixed research results noted for previous mega 
sporting event studies, which examine the impact of mega sporting events on stock market reactions. Studies by 
Kaplanski and Levy (2010), Nishio, Lim and Downward (2009), Veraros, Kasimati and Dawson (2004), Martins and 
Serra (2009), and Berman, Brooks and Davidson (2000) all show that host country stock markets react differently to 
mega sporting events and the FIFA World Cup in certain cases. For instance, in this study it was found that just a day 
after the announcement date, South Korea and Germany stock markets show an increase in CARs, while all other 
countries experience a decline in CARs. 10 days after the announcement date, South Africa and Germany stock 
markets show a trending upward trend in returns, while France and South Korea stock market show a negative decline 
in CARs, while USA and Japan show no directional pronounced changes in CARs.  
From the above results, one can conclude that the FIFA World Cup results in varied impacts on stock markets of host 
countries. Some countries show a positive reaction (South Africa and Germany), while other countries show a negative 
reaction (France and South Korea) and negligible reactions (France and South Korea) in stock markets. 
4.2 No established link between positive economic effects and a positive stock market reaction 
Studies from Allmers and Maennig (2009), Kasimati (2003) and Anton, et al. (2011) all provide evidence that the 
FIFA World Cup gives rise to positive economic effects. Contrary to this however, host country stock markets do not 
support a positive reaction in stock market returns to positive economic information. Anton, et al. (2011) analyse the 
economic effect of hosting the FIFA World Cup tournament in the years pre and post each FIFA World Cup by 
observing the movement in GDP, a key economic growth indicator. The results of the study show that there was a 
positive impact on GDP in four out of the seven countries, in the year of the tournament. Although based on a relatively 
shorter event window of [-40, 40] (or 2 trading months), compared to a full year, the results of this study show that 
only USA experienced a positive CAR of 3.7%. France, South Korea, Japan, Germany and South Africa all show a 
negative CAR of -12.7%, -42%, -8.1%, -14.7% and -16.6% respectively for the same event window.  
From the above evidence the conclusion can be made that the positive economic effects identified with the FIFA 
World Cup, do not necessarily translate into a positive reaction on stock market returns, for both shorter and longer 
time horizons. There instance where country CARs to show positive trending signs in the days leading up to the event 
start date. The majority of the results for this study show that stock markets reflect negative CARs to the reaction of 
the announcement of the FIFA World Cup. 
 
5. Limitations 
 
There are many variables that influence the prices and returns of stock indices. So assuming that a certain event is 
fully attributable to a certain reaction in a stock index is not entirely correct. The nature of different stock markets 
may also react differently because of the maturity or market capitalisation of that specific stock market. It is possible 
that only certain sectors, such as tourism and hospitality, might benefit from a mega sporting event. It would have 
been interesting to conduct analysis into the different sectors but there are constraints in obtaining this data, since the 
data is limited. This discussion uses the total stock index of the host country, which is a combination of all sectors in 
that respective economy. 
 
6. Recommendations for future research 
 
This study specifically concentrated on examining the impact of hosting the FIFA World Cup on the stock markets of 
the host countries. This study can be developed further to investigate the following future research recommendations: 
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x A comparison can be made between older and more recent FIFA World Cup tournaments to see if there are 
any differences in stock market reactions. 
x Similarly a comparison can be made between FIFA World Cup events that are hosted in developing and 
developed countries. The maturity between of stock markets between developing and developed countries in 
this instance could influence different stock market reactions to hosting the FIFA World Cup event.  
x A sector specific analysis can be conducted to determine whether any sectors experience a positive lift in 
stock prices to hosting the FIFA World Cup. It was discussed earlier in this research that sectors such as the 
hospitality sector may benefit from hosting the mega sporting events (Hill, 2000). 
x Lastly, the event study approach used in this study can be further developed. The event windows that are 
used in this study can be expanded to include longer event windows. It is possible that the stock returns of 
longer event windows may vary from shorter windows. Furthermore, this study can be developed to include 
non parametric tests to test for the statistical significance of stock returns. 
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